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April 6th, 1967. 


To the Shareholders of 
SIEKNIT, LIMITED: 


The Board of Directors of your Company submits herewith the consolidated financial state- 
ments of Silknit Limited and subsidiary Companies for the year ended December 31, 1966. 


The combined earnings of the companies, before provision for income taxes, amounted to 
$439,330 in 1966, a decrease of $94,113 from the amount of $533,443 earned in the previous year. 
However, as a result of an internal corporate reorganization, a substantial part of the previous years’ 
losses of a subsidiary can be offset for income tax purposes against the profits of 1966, in addition to 
which capital cost allowances claimable for tax purposes in 1966 are considerably in excess of the 
depreciation recorded in the accounts for the year as shown by Note 2 to the consolidated financial 
statements; accordingly the provision for income taxes for 1966 amounts to only $105,000 as compared 
with $304,500 for the previous year. Combined net earnings, after provision for income taxes, 
amounted to $334,330, an increase of $105,387 over the net earnings of $228,943 in 1965. 


Sales of your Company’s products again increased over the previous year despite a softening 
in the market for textile products during the latter part of 1966, which softness has carried through 
into 1967 affecting the Canadian textile industry in general and necessitating a temporary slow-down 
in production. This softness in the market, combined with increasing direct costs, particularly in 
the area of labour, makes it difficult to forecast what the remainder of 1967 will bring although we are 
hopeful that conditions will improve and that satisfactory results of operation will be shown for the 
year. 


Dividends aggregating 55 cents per share, including an extra dividend of 15 cents, were paid in 
1966 on the no par value Common Shares of the Company and regular quarterly dividends at the rate 
of 5% per annum were paid on the $40 par value Preferred Shares. During 1966, 81 of the $40 par 
value Preferred Shares were purchased for cancellation at a cost of $3,273. 


Net current assets, or working capital, decreased by $63,662 during the year, as shown by the 
accompanying Statement of Source and Application of Funds, to an amount of $3,260,408 at December 


31, 1966; 


Your Directors wish to record their appreciation of the loyal services rendered throughout the 
year by the officers and employees of the Company. 


ON BEHALF OF THE BOARD, 


Habs EPS rein: 
President. 
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PRICE WATERHOUSE & CoO. 
55 YONGE STREET 
TORONTO 1 
Marcu 21, 1967. 


AUDITORS’ REPORT 


To the Shareholders of 
SIEKNTT ELIMITE D: 


We have examined the consolidated balance sheet of Silknit Limited and sub- 
sidiary companies as at December 31, 1966 and the consolidated statements of earnings, 
surpluses and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances: 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at December 31, 1966 and the results of their operations 
and their source and application of funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of 
the preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants. 


ASSETS 
CURRENT ASSETS: 

CASI, 2. s.csncsecdecswncasaeetsavechalenoavtiesuatoieseu’ Gu Be te em ere Rime, Austere Ramee, asst vectcvewarsraaies 
Accounts receivable, less allowance for doubtful accounts...............ccccccccsssceeeseteeeees 
Receivable trom associated Compaily occ cite ee ee 
Inventories of raw materials and supplies, work in process and finished stock, 
valued at the lower of “cost and ‘realizable, value... 2..scncee eee eee 

PED aids Cx PEN SOS ieiiie: oe skae tite heceat cates ae Ae Seed Mena retain ear nea Sea eee ae cae 
otal: currentsassets: capstone eens ease Pay ers Bc 52 ae ean Ma ANA A 


OTHER ASSETS: 


Investments in shares of associated companies, at cost (Note 1)... cceeeeeeee 


Cash surrender valuciotlifermsubanceirrns? kr. eaits eet eee beeen eee 


FIXED ASSETS: 


Eand,tbuidinges piant-and equipment; at cost,...a.0h cee ee oe 


ess A Ceumiiulared Ue preCiatiOil, sins coe teircasee rab ciase eta eandee es ee aca oe ee ee 


On BEHALF OF THE BOARD: 
M. H. EPSTEIN, Director. 
H. B. EPSTEIN, Director. 
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1966 


$ 40,752 
1,834,029 


3,489,691 
42,080 


5,406,552 


23,586 
126,914 
34,882 


185,382 


4,144,075 
2,712,466 


1,431,609 


$7,023,543 


AND SUBSIDIL 
CONSOLIDATED BALANCE 3 


1965 


$ 6,939 
1,682,294 
6,937 


3,041,040 
53,048 


4,790,258 


23,606 
119,549 
56,716 


199,871 


3,705,760 
2,490,933 


1,214,827 


$6,204,956 
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COMPANIES 


ET — DECEMBER 31, 1966 


LIABILITIES 
CURRENT LIABILITIES: 1966 1965 
Bahia Vancess SCHL”) sete Mens rite te ee er CR oe nce ee Geena ake $1,140,782 $ 501,780 
PMOCCCUMUS Dave DleLATI ta CCEA ls Aer aeteac sete caeesniie ee ete, ct ucuonen tate cae aera eels 897,811 689,872 
aval CuLOmacSOCia LEU & COMMA Yat aie tacts ieee ces oho ect tes ee ees es 10,927 — 
income ana OLuerbaxes Payable tate ee ee tar ee ee eee 31,922 241,738 
Sinking fund) payment.due within One yearn cco. i seectcs.cs etl pis estes ensaese 64,702 32,798 
Ocal current, Waly liesines te once noatiece seen ah anes aba thee: emma 2,146,144 1,466,188 
MORTGAGE Bonps: 
416% First Mortgage Sinking Fund Bonds maturing August 15, 1967........0.0..... — 64,702 
SHAREHOLDERS’ EQUITY: 
Five per cent (5%) cumulative redeemable preferred shares: 
Authorized—25,000 shares of $40 each 
Issued—15,000 shares 
Outstanding—6,112 shares (1965—6,193 shares)............::csecessccccsseseestseesesneencees 244,480 247,720 
Common shares: 
Authorized—600,000 shares without nominal or par value 
Issuedsand outstanding — 210,000 Shares: sic: ssccssceccssensee-cceaaseeceevaeesrcets oeens eosew oetesont 350,000 350,000 
Earned surplus (of which $355,520 is designated as capital surplus in 
compliance with Section 61 of The Canada Corporations ACct).........ccsecee 3,800,127 3,593,521 
{Geos ml sion ogee Iti br 6) 1 Be eeia a ame Se Cen cone Or cacy dele ene Mere Pence ew eS ore nC eee Cece ore 482,792 482,825 


4,877,399 4,674,066 


$7,023,543 $6,204,956 
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AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNINGS 
FOR THE YEAR ENDED DECEMBER 31, 1966 


eda ea ae Rattan Sea cet e 8 Ge Ne IM vk LON ho le eh RL eee 


Deduct: 


Cost of merchandise sold and all expenses, except the items shown below........ 
Provision ton ce preclari Ons ccm eit teea ara tune ieee ic Nees ck ee aunts ree 
PCELES: OM Okt ACO DOGO Ss can rte tscrse anos, acest ee eee Sele occ ase ise ee 


Directors’ fees and remuneration of officers who are ireCtoFs...........c..00cescesseseeeee 


earnings Delore provision (OndNCOMme TAXES bcc ceees.tssevssk-1stsieusevew oto votes 


Provision Tor ImCOMme Taxes. (IN OLE). or., dja seawdcassc cea saslaceusesteatatseccuscss hee 


(Netveatnines tori thier Vea a insecan eater eiiaycon at aruae eee 


1966 


$9,976,023 


9,214,896 
238,437 


9,536,693 


439,330 


105,000 


$ 334,330 


1965 
$9,075,141 


8,278,248 
183,410 
5,036 
75,004 


8,541,698 


533,443 


304,500 


$ 228,943 


AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF EARNED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1966 


Balance at beginning of year 


POP e rear a treet eae e rere aera esse sees HH eet HS ESE eE SEE PE TEE Hs Hee DEE EEE ETE EE HSE SEE SESE TESTE HESS TEESE EOE EET RE EET E EH EE EES 


Net earnings for the year 


eee Peer e eee errr ree eer r ere eee rere eee e ere cere e eee Teer errr rere errr ee ee eee ee rere 


Deduct: 
Dividends Or orererred Sharesic.ccoees soci coe ee eae eae cask eat aaeaanehacssossasnstuasenaets $ 12,224 
On Commmoneshaces-eeue meee ed ee eed ee ee ne ee re ee eae 115,500 
Balanced temel Ob ea tetncn cs tcc sister kenmore ccs setesscanci ena kona on eae aNe Ge ate rae Ae RRR nae ohare 
CONSOLIDATED STATEMENT OF CONTRIBUTED SURPLUS 
FOR THE YEAR ENDED DECEMBER 31, 1966 
iB alameer ae Dest erly CAL cess) caaasadhic vier loctsen steers ca argue are neeea ee ea Me Ae ral aan Levon ien 
Recs on preretredishates purchased ior Cancellation during the Vea. csccsscr-ncs.esscsacetesseereccsareerceeuasnde 


Belem eral toe nied AG tayi@ Ae se, 2. chun cc auen ete suse agee areas nae eee ee PRC eens rt eae RE ata a Pa ee Accta to eaonce 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS, DECEMBER 31, 1966 


1. INVESTMENT IN SHARES OF ASSOCIATED COMPANIES: 


$3,593,521 
334,330 


3,921,850 


127,724 


$3,800,127 


$ 482,825 
33 


$ 482,792 


The book value of the net assets attributable to the investment in shares of associated companies (50% owned) 


at December 31, 1966 amounted to $628,900 (1965—$537,675). 


2. INCOME TAXEs: 


Capital cost allowances to be claimed for tax purposes in excess of the depreciation recorded in the accounts have 
reduced the provision for income taxes by $75,000 (1965—$35,000). The cumulative amount of such tax reductions is 


$161,000. 
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AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF 
SOURCE AND APPLICATION OF FUNDS 
FOR THE YEAR ENDED DECEMBER 31, 1966 


1966 1965 
SOURCE OF FUNDS: 
Funds provided from operations— 
Ill eof ropa 8h paca aha At Pd oro DACA DA AR Pv ure ACen er PUI Thabo C5 $ 334,330 $$ 228,943 
IS Tiropta tea Lora We LoL gM a Vo) 272) Fol o Co) sername Sms Eh seater haat caMRo ana ruben gearsnean Miles Maeve Mastin #99) Se 238,437 183,410 
572.001 412,353 
APPLICATION OF FUNDS: 
Wivicdends=—C go min sitter eee cee are Sea ee oases 115,500 84,000 
Preverreds. cantor canottecne ore comic trae haces deter ete ntan er nt once Revers 12,224 135500 
Cost of preferred shares purchased for cancellation .....0.............cccceccssseesseessseseeecseeence RPA) 31,471 
Pildisions: tosfixed assets 1 (et) at yeas urn ert hae tiny cto ckc nave cake cored he et. 455,219 204,892 
Ineome taxes assessed tor pring Years works co cad aceneatees 1 cee ee — 107,872 
Sinking fund requirement on First Mortgage Bonds..............ccccccsccsssecessssssesessssesenes 64,702 34,341 
OI SY GEES 8pm a0 pT Aa ca 6 RC NIL A AoE RD RS eT le (14,489) 10,570 
636,429 486,699 
Reeaitingm, -uaectease: I Wor kinescapitaliGl cna.s 5st suite tatetenss te eas tneeeees eee eee 63,662 74,346 
Wotkine capital at Der mmine Oley Car re: ec gue te he tetnctowrraccs oie semen ee 3,324,070 3,398,416 
Workinevcapitalsatcendiol yedrncaamnccie coe avescsm tc atosaserto ite ee nt eee ee $3,260,408 $3,324,070 


SIERNIE LiMiTED 


OFFICERS AND DIRECTORS 


M. H. EPSTEIN.........cseeeeresee Chatrman of the Board and Director 


PE eI PS PEIN sesso reese ee eeesece eae teeters auiieeet ates President and Director 
aD BURGESS tree mete ater eiinces eee Secretary and Director 
WEE ROMP TONE cxeumeernrieestacictant ten iite ss is astiaaceee per etr ect aes Treasurer 
Epa EV ICE RAN BAM sea gat user nraeeer aa cecetaa ateame nin eRe eRe aaeee Director 
Ge eNO TEI ANi erste rcs oes Saat eres tae ee ese ee nn te teen SL EP OCLOP. 
IMDS IN OGE RS me rsstrenecssarcshvetowacrsne terete ree wees Reot Sas soci oem tata eee Director 
Ge Wi DUMAS Se ragen site set toatere settecisecees Sane. Cree eiiciel peu aeeeeeie Director 
AUC UNTA DUI ete eaten, Soares cmamaens eect ae seece rae caus censenes chaser cae, Director 


IVERGHCANIN Eh CPS TEIN srt ccskies con: Ounce ieee ene een Director 
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wien WALT 


